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RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  V— OFFICE  OF  ASSISTANT  SEC¬ 
RETARY  FOR  COMMUNITY  PLANNING 

AND  DEVELOPMENT,  DEPARTMENT  OF 

HOUSING  AND  URBAN  DEVELOPMENT 

I  Docket  No.  B-7e-292J 

PART  570— COMMUNITY  DEVELOPMENT 
BLOCK  GRANTS 

Reallocated  Funds;  Interim  Rule 

On  September  12,  1975,  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  published  in  the  Federal  Register 
(40  PR  42347)  regulations  for  the  ad¬ 
ministration  of  funds  available  for  re¬ 
allocation  out  of  the  appropriation  for 
Fiscal  Year  1975  for  the  community  de¬ 
velopment  block  grant  program  imder 
Title  I  of  the  Housing  and  Community 
Development  Act  of  1974.  TTiey  were  re¬ 
published  on  February  27,  1976  (41  FR 
8612),  and  appear  as  24  Cn%  570.409. 

Section  570.107  of  the  regulations  es¬ 
tablishes  the  general  policies  and  rules 
governing  reallocation  of  block  grant 
funds,  and  states  that  “each  fiscal  year, 
HUD  will  publish  the  policies  to  be  em¬ 
ployed  In  the  reallocation  of  fxmds  for 
that  year.” 

The  purpose  of  this  revision  to 
§  570.409  is  to  establish  regulaticms  for 
the  reallocation  of  funds  in  Fiscal  Years 
1976  and  1977. 

Section  570.409  presently  provides  for 
the  reallocation  of  community  develop¬ 
ment  block  grant  f  imds  allocated  to  met¬ 
ropolitan  cities,  urban  coimties,  or  other 
units  of  general  local  government  for 
basic  grants  or  hold-harmless  grants  in 
metropolitan  areas  or  nonmetropolitan 
areas  which  are  not  aiH>lied  for,  or  which 
are  disapproved  by  the  Secretary  as  part 
of  the  application  review  or  program 
monitoring  processes.  Paragraph  (a)  of 
§  570.409  is  expanded  to  state  other 
sources  of  funds  \^ich  may  become 
available  for  reallocation. 

Paragraph  (b)  of  §  570.409  Is  revised 
to  eliminate  specific  dates  by  which  fimds 
will  be  reallocated,  and  to  provide  instead 
that  funds  will  be  reallocated  within  six 
months  from  the  date  they  become  avail¬ 
able  and  sooner  whenever  possible. 

Section  570.409(c)  is  unchanged. 

Former  paragraphs  (d),  (e),  and  (f) 
are  consolidated  under  a  new  paragraph 
(d)  headed  Entitlement  funds.  It  sets 
forth  the  policy  that  entitlement  funds 
that  are  available  for  reallocation  will 
be  used  primarily  to  make  grants  for 
urgent  needs  as  described  in  5  570.401  (b) . 
The  paragraph  is  substantially  shortened 
to  eliminate  language  that  is  duplicative 
of  that  in  §  570.401  (b) .  Reallocated  funds 
available  in  metropolitan  areas  will  be 
used  for  urgent  needs,  first,  in  the  same 
metropolitan  area,  and  second,  in  other 
metropolitan  areas  in  the  same  State. 
Reallocated  funds  available  in  nonmetro¬ 
politan  areas  will  be  used  for  urgent 
needs  in  the  same  State.  Then,  if  all 
urgent  needs  in  those  respective  areas  in 
the  same  State  are  met,  the  funds  will  be 
used  in  the  same  State  in  accordance 
with  the  provisions  for  general  purpose 
funds  for  metropolitan  and  nometiwol- 


itan  areas  under  S  570.402.  Finally,  if 
those  priorities  are  met,  the  funds  may 
be  reallocated  to  other  States  for  urgent 
needs. 

A  new  paragraph  (e) ,  entitled  General 
■purpose  funds  for  metropolitan  and  non¬ 
metropolitan  areas,  is  added  to  §  570.409. 
It  sets  forth  the  policy  that  general  pur¬ 
pose  fimds  for  metropolitan  areas  will 
be  reallocated  for  the  same  purpose  as 
other  general  purpose  funds  described 
in  §  570.402(b).  If  the  amount  to  be  re¬ 
allocated  is  more  than  $50,000,  the  funds 
will  be  left  in  the  same  SMSA,  and  will 
be  made  available  on  a  competitive  basis 
to  metropolitan  cities,  urban  counties, 
and  units  of  general  local  government 
which  are  eligible  applicants  for  general 
purpose  funds  for  metropolitan  areas.  If 
the  amoimt  to  be  reallocated  does  not 
exceed  $50,000,  the  funds  will  be  reallo¬ 
cated,  first,  to  any  metropolitan  area  in 
the  same  State,  and  second,  to  metropol¬ 
itan  areas  in  other  States,  and  will  be 
added  to  other  general  purpose  funds 
available  in  such  areas.  The  purpose  for 
reallocating  amounts  not  exceeding 
$50,000  to  other  SMSAs  for  use  in  con¬ 
junction  with  other  discretionary  funds 
is  that  the  benefits  to  be  derived  from 
such  minimal  amomits  do  not  exceed  the 
administrative  costs  to  both  HUD  and 
localities  associated  with  preparing,  re¬ 
viewing  and  processing  both  preapplica- 
tions  and  applications  for  the  additional 
funds. 

This  revision  to  the  regulations  is 
being  published  as  an  interim  rule  for 
two  reasons.  First,  the  changes  repre¬ 
sent  minor  revisions  and  elaboration  of 
the  reallocation  policy  utilized  in  Fiscal 
Year  1975,  Second,  there  is  a  need  to 
-proceed  promptly  with  reallocation  of 
funds  that  are  presently  becoming  avail¬ 
able  because  of  the  failure  of  both  en¬ 
titlement  and  discretionary  applicants 
to  apply  for  available  funds.  It  is  to  be 
noted  that  Section  106(e)  of  the  Hous¬ 
ing  and  Community  Development  Act 
of  1974  states  that  reallocations  are  to 
be  carried  out  “•  •  •  with  a  view  of 
assuring  maximum  use  of  all  available 
funds  in  the  period  for  which  such  funds 
were  appropriated.”  In  light  of  this  ex¬ 
pressed  statutory  intent,  the  interest  of 
the  Department  in  making  reallocated 
funds  available  to  eligible  applicants  at 
the  earliest  possible  date,  and  the  mini¬ 
mal  changes  in  policy  from  that  em¬ 
ployed  in  the  previous  fiscal  year,  this 
interim  rule  will  be  effective  upon 
publication. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  final  rule 
by  submitting  vTitten  comments  or 
views.  Comments  should  be  filed  with 
the  Rules  Docket  Clerk,  OfiBce  of  the 
Secretary,  Room  10141,  Department  of 
Housing  and  Urban  Development,  Wash¬ 
ington,  D.C.  20410.  All  relevant  material 
received  on  or  before  June  28,  1976,  will 
be  considered  before  adoption  of  final 
rules.  Copies  of  comments  will  be  avail¬ 
able  for  examination  during  business 
hours  at  the  above  address. 

In  connection  with  the  environmen¬ 
tal  review  of  these  amendment,  a  Find¬ 


ing  of  Inapplicability  has  been  made 
imder  HUD  Handbook  1390.1,  38  FR 
19182.  A  copy  of  the  Finding  is  avail¬ 
able  for  inspection  in  the  Office  of  the 
Rides  Docket  Clerk,  at  the  address  above. 

It  is  hereby  certified  that  the  eco- 
niunic  and  inflationary  impacts  of  these 
proposed  regulations  have  been  carefully 
evaluated  in  accordance  with  OMB  Cir¬ 
cular  No.  A-107. 

These  amendment  are  proposed  under 
the  authority  of  Title  I  of  the  Housing 
and  Community  Development  Act  of  1974 
(Pub.  L.  93-383),  and  sec.  7(d),  Depart¬ 
ment  of  HUD  Act  (42  U.S.C.,  3535(d)). 

In  consideration  of  the  foregoing,  24 
CFR  570.409  is  revised  to  read  as 
follows; 

§  570.44)9  Reallocated  funds. 

(a)  General.  This  section  governs  the 
reallocation  of  funds  as  required  by  the 
provisions  of  §  570.107  which  become 
available  from  any  of  the  following 
sources: 

(1)  Any  amounts  allocated  to  metro¬ 
politan  cities,  urban  counties,  or  other 
units  of  general  local  government  for 
basic  grants  or  hold- harmless  grants  in 
metropolitan  areas  or  nonmetropolitan 
areas  which  are  not  applied  for,  or  which 
are  disapproved  by  the  Secretary  as  part 
of  the  application  review  or  program 
monitoring  process; 

(2)  Any  other  amounts  allocated  to 
metropolitan  areas  or  nonmetropolitan 
areas  which  the  Secretary  determines, 
on  the  basis  of  applications  and  other 
evidence  available,  are  not  likely  to  be 
fully  obligated  by  the  Secretary  during 
the  fiscal  year  for  which  the  allocation 
has  been  made; 

(3)  Any  amounts  available  as  a  re¬ 
sult  of  a  Secretarial  adjustment  of  an 
annual  grant  under  §  570.911; 

(4)  Any  amounts  recovered  under  the 
provisions  of  §  570.913; 

(5)  Any  amounts  returned  to  HUD  as 
a  result  of  a  termination  of,  withdrawal 
from,  or  failure  to  complete  an  approved 
Community  Development  Program;  or 

(6)  Any  amounts  remaining  after  com¬ 
pletion  of  all  approved  discretionary 
block  grant  activities. 

The  provisions  of  this  section  constitute 
the  policies  to  be  employed  in  the  real- 
location  of  funds  in  Fiscal  Year  1976  and 
1977. 

(b)  Timing  of  reallocation.  Any 
amounts  available  for  reallocation  will 
be  reallocated  as  soon  as  practicable  and 
in  all  cases  within  six  months  from  the 
date  they  become  available  for  realloca¬ 
tion. 

(c)  Eligible  applicants.  States  and 
units  of  general  local  government,  as  de¬ 
fined  in  §  570.3(v),  are  eligible  to  ap¬ 
ply  for  reallocated  funds.  For  the  pur¬ 
pose  of  this  section,  the  second  sentence 
in  §  570. 3(v)  includes  those  entities  de¬ 
scribed  in  §  570.403(b),  (1),  (2), and  (3). 

(d)  Entitlement  funds.  Entitlement 
funds  available  for  reallocation  will  be 
used  primarily  to  make  grants  to  eligible 
applicants  with  urgent  needs,  including 
those  with  entitlements  as  well  as  others 
with  special  needs  arising  from  urban 
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renewal  closeout  activities.  The  term 
“urgent  needs’’  as  used  in  this  section 
means  those  urgent  needs  described  in 
§  570.401(b). 

(1)  Priorities  for  reallocation  of  funds. 

(i)  Metropolitan  areas.  Fimds  allocated 
to  metropolitan  areas  will  be  reallocated 
in  accordance  with  the  following  priori¬ 
ties: 

(A)  To  the  same  metropolitan  area  for 
urgent  needs  grants; 

(B)  If  reallocated  funds  are  available 
after  meeting  the  urgent  needs  in  that 
metropolitan  area,  to  other  metropolitan 
areas  in  the  same  State  for  urgent  needs 
grants; 

(C)  If  reallocated  funds  are  available 
after  meeting  the  urgent  needs  in  all 
metropolitan  areas  in  that  State,  to  the 
same  metropolitan  area  or  other  metro¬ 
politan  areas  in  the  same  State  for  use  in 
accordance  with  the  provisions  of  §  570.- 
402(b) -(g)  and  the  priorities  for  reallo¬ 
cation  described  in  paragraph  (e)(1)  (i) 
of  this  section;  and 

(D)  If  reallocated  funds  are  available 
after  meeting  the  preceding  priorities,  to 
metropolitan  areas  in  other  States  for 
urgent  needs  grants; 

(ii)  Nonmetropolitan  areas.  Funds  al¬ 
located  to  nonmetropolitan  areas  will  be 
reallocated  in  accordance  with  the  fol¬ 
lowing  priorities: 

(A)  To  the  nonmetropolitan  area  in 
the  same  State  for  urgent  needs  grants; 

(B)  If  reallocated  funds  are  available 
after  meeting  the  urgent  needs  in  the 
nonmetropolitan  area  in  that  State,  to 


the  nonmetropolitan  area  in  the  same 
State  for  use  in  accordance  with  the  pro¬ 
visions  of  S  570.402;  and 

(C)  If  reallocated  funds  are  available 
after  meeting  the  preceding  priorities,  to 
nonmetropolitan  areas  in  other  States 
for  urgent  needs  grants. 

(ill)  Additional  considerations.  In  de¬ 
termining  to  which  metropolitan  area  or 
areas  funds  shall  be  reallocated  under 
paragraph  (i)(B).  and  to  which  State 
or  States  funds  shall  be  reallocated  un¬ 
der  paragraphs  (i)  (D),  and  (ii)(C),  the 
Secretary  shall  give  priority  considera¬ 
tion  to  the  metropolitan  areas  or  States 
where  the  greatest  unmet  urgent  needs 
exist. 

(2)  Application  requirements.  Applica¬ 
tions  for  urgent  nee^  grants  shall  meet 
the  application  requhements  of  $  570.401 
(c).  All  other  preapplications  and  ap¬ 
plications  shall  meet  the  requirements 
of  $  570.400(b)  (1)  and  S  570.402. 

(e)  General  purpose  funds  for  metro¬ 
politan  and  nonmetropolitan  areas.  Gen¬ 
eral  purpose  funds  for  metropolitan  and 
nonmetropolitan  areas  available  for  re¬ 
allocation  will  be  reallocated  for  use  in 
accordance  with  the  criteria  for  selection 
described  in  $  570.402(b) . 

(1)  Priorities  for  reallocation. 

(i)  Metropolitan  areas. 

(A)  If  the  amount  to  be  reallocated  is 
more  than  $50,000,'  the  Secretary  will 
reallocate  such  funds,  first,  to  the  same 
metropolitan  area,  second,  to  any  other 
metropolitan  area  in  the  same  State, 
and  third,  to  any  metropolitan  area  in 


other  States,  for  the  purpose  of  making 
grants  to  cities,  lurban  coimties,  and  those 
eligible  applicants  described  in  |  570.402 
(a) .  The  Secretary  will  invite  preai^lica- 
tions  from  eligible  applicants  in  order 
to  provide  an  opportimity  for  such  ap¬ 
plicants  to  apply  for  funds  reallocated 
imder  the  preceding  sentence. 

(B)  If  the  amount  to  be  reallocated 
does  not  exceed  $50,000,  the  Secretary 
will  reallocate  such  fimds,  first,  to  any 
metropolitan  area  in  the  same  State,  and 
second,  to  any  metropolitan  area  in  other 
States,  for  the  purpose  of  making  grants 
to  those  eligible  applicants  described  in 
§  570.402(a). 

(ii)  Nonmetropolitan  areas.  The  Sec¬ 
retary  will  reallocate  funds,  first,  to  the 
nonmetropolitan  area  in  the  same  State, 
and  second,  to  nonmeti'opolitan  areas  in 
other  States. 

(iii)  Additional  Considerations.  In  de¬ 
termining  to  which  metropolitan  areas 
or  States  such  funds  will  be  reallocated, 
the  Secretary  shall  give  primary  con¬ 
sideration  to  the  demand  for  such  funds 
as  represented  by  preapplications  or  ap¬ 
plications  filed  with  HUD. 

(2)  Application  requirements.  Preap¬ 
plications  and  full  applications  shall 
meet  the  requirements  of  §§  570.400(b) 
(1)  and  570.402. 

Effective  date:  This  amendment  is  ef¬ 
fective  on  May  27,  1976. 

David  O.  Meeker,  Jr., 
Assistant  Secretary  for  CPD. 

(FR  Doc.76-15441  Filed  6-26-76:8:46  am] 
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